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(FRQRPLF URRWV RI LQVWDELOLW\ LQ WKH
0LGGOH (DVW�

'U� 5LFKDUGV LV SURIHVVRU RI HFRQRPLFV DW WKH 8QLYHUVLW\ RI &DOLIRUQLD�
6DQWD &UX]����

:H KDYH JRRG UHDVRQ WR WKLQN RI WKH 0LGGOH (DVW DV FKURQLFDOO\
XQVWDEOH� 7KH UHJLRQ KDV EHHQ WKH VFHQH RI IRXU ODUJH�VFDOH� PRGHUQ
ZDUV GXULQJ WKH SDVW WZR GHFDGHV �WKH ���� 2FWREHU :DU� WKH ,VUDHOL
LQYDVLRQ RI /HEDQRQ LQ ����� WKH ,UDQ�,UDT :DU DQG WKH *XOI :DU RI
'HVHUW 6WRUP�� 7KH ,UDQLDQ UHYROXWLRQ RI �������� WKH WDNLQJ RI
$PHULFDQ HPEDVV\ SHUVRQQHO DV KRVWDJHV� WKH ERPELQJ RI WKH 8�6�
HPEDVV\ LQ %HLUXW� DQG WKH 3DOHVWLQLDQ LQWLIDGD KDYH IXUWKHU IRFXVHG RX
DWWHQWLRQ RQ UHJLRQDO SROLWLFDO YLROHQFH� 7RGD\� LQ WKH DIWHUPDWK RI WKH
UHODWLYH VWDELOLW\ DFKLHYHG E\ 'HVHUW 6WRUP� WKH ULVH RI LQWHUQDO ZDU DQG
WHUURULVP OHG E\ ,VODPLF UDGLFDOV LQ $OJHULD� (J\SW� /HEDQRQ DQG 3DOHVWLQ
FDXVHV FRQFHUQ� 6XFK UDGLFDOV QRZ JRYHUQ WZR VWDWHV RI WKH UHJLRQ� ,UDQ
DQG 6XGDQ� 7KH KLJK GUDPD RI UHJLRQDO SROLWLFV� RYHUW PLOLWDU\ FRQIOLFW�
DQG LQWHUQDO ZDU DQG WHUURULVP XQGHUVWDQGDEO\ FDSWXUHV WKH SXEOLF
LPDJLQDWLRQ DQG VKDSHV DOO RI RXU SHUFHSWLRQV RI WKH UHJLRQ�

%XW WKHUH LV D TXLHWHU� GHHSHU VRXUFH RI LQVWDELOLW\� PRXQWLQJ HFRQRPLF
SUREOHPV� 7KH 0LGGOH (DVW LV LQFUHDVLQJO\ IDOOLQJ EHKLQG QRW PHUHO\ WKH
DGYDQFHG LQGXVWULDO FRXQWULHV RI WKH :HVW DQG -DSDQ� EXW DOVR UDSLGO\
JURZLQJ DUHDV RI WKH GHYHORSLQJ ZRUOG OLNH (DVW $VLD� DQG �QRZ� /DWLQ
$PHULFD� :LWK RQO\ D IHZ H[FHSWLRQV� 0LGGOH (DVWHUQ JRYHUQPHQWV KDY
GRQH D SRRU MRE RI RYHUFRPLQJ SDVW HFRQRPLF SROLF\ PLVWDNHV DQG
PLVPDQDJHPHQW� 7KHLU LQDELOLW\ WR FXUE SRSXODWLRQ JURZWK RYHU WKH SD
WKUHH GHFDGHV KDV HQJHQGHUHG D ULVLQJ WLGH RI \RXQJ SHRSOH VHHNLQJ
MREV� 3ROLWLFDO OHDGHUV
 IDLOXUH WR RYHUFRPH YHVWHG LQWHUHVWV DQG DUELWUDU\
SROLWLFDO UXOH KDV GLVFRXUDJHG SULYDWH LQYHVWPHQW� HYHQ DV JRYHUQPHQWV

FRXOG QR ORQJHU KRQRU WKHLU SRSXOLVW SURPLVHV� 7KH UHVXOWLQJ ULVH LQ

XQHPSOR\PHQW DQG WKH IDOO RI UHDO ZDJHV IXHO WKH VSUHDG RI ,VODPLF
UDGLFDOLVP DPRQJ WKH UHJLRQ
V \RXWK� 7KH HPSOR\PHQW SUREOHP
FRQVWLWXWHV WKH PRVW SROLWLFDOO\ GHVWDELOL]LQJ HFRQRPLF FKDOOHQJH LQ WKH
UHJLRQ�

%XW KRZHYHU GDXQWLQJ WKH FKDOOHQJH RI MRE FUHDWLRQ� LW LV QRW WKH VROH
GLIILFXOW\� 7KH UHJLRQ IDFHV D TXLHWO\ LQFUHDVLQJ FKDOOHQJH WR DFTXLUH
DGHTXDWH IRRG� 7KH UHJLRQ FDQQRW IHHG LWVHOI� IRRG GHSHQGHQF\ ZLOO
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JURZ LQ WKH LPPHGLDWH IXWXUH� DV WKH ZDWHU FRQVWUDLQW ELQGV PRUH
WLJKWO\� 5LVLQJ ZDWHU VFDUFLW\ GRRPV DXWDUFKLF IRRG�VHFXULW\ VWUDWHJLHV�
ULVLQJ VKDUH RI ZDWHU PXVW EH XVHG IRU GRPHVWLF DQG LQGXVWULDO XVH�
OHDYLQJ OHVV IRU DJULFXOWXUH� 7KH UHJLRQ PXVW H[SRUW LQ RUGHU WR HDW DQG
WR FUHDWH MREV IRU WKH \RXQJ� 7KH PRQH\ QHHGHG IRU MRE FUHDWLRQ�
LQGXVWULDO H[SDQVLRQ DQG H[SRUW SURPRWLRQ PXVW FRPH ODUJHO\ IURP WKH
SULYDWH VHFWRU� 7KH SUHVVXUHV RI MREV� IRRG� ZDWHU� DQG PRQH\ ZLOO
TXLHWO\� LQH[RUDEO\ SUHVV DJDLQVW ULJLG SROLWLFDO V\VWHPV� HURGLQJ UHJLRQD
SROLWLFDO VWDELOLW\�

7KHUH LV D ZD\ RXW� 7KH HFRQRPLF SROLF\ UHVSRQVHV WR WKHVH FKDOOHQJHV
DUH UHDVRQDEO\ FOHDU� 7KH WHFKQRFUDWV NQRZ ZKDW WR GR� WKH SUREOHP LV
WKDW SROLWLFDO OHDGHUV PD\ ODFN WKH ZLOO DQG VNLOO WR SXOO LW RII� :HDN
SROLWLFDO V\VWHPV PD\ ZHOO GHOLYHU �WRR OLWWOH� WRR ODWH�� 7KH EHODWHG

UHFRJQLWLRQ RI WKH QHHG WR VWLPXODWH SULYDWH LQYHVWPHQW PD\ VXFFHHG LQ
VRPH FRXQWULHV� 2Q WKH UHJLRQ
V SHULSKHU\� 0RURFFR DQG 7XQLVLD KDYH
VFRUHG VRPH PRGHVW VXFFHVVHV� DV KDV 7XUNH\� +RZHYHU� LW ZRXOG EH
PRVW XQZLVH WR VXSSRVH WKDW DOO RI WKH GLYHUVH QDWLRQDO SROLWLFDO V\VWHP
LQ WKH UHJLRQ ZLOO EH DEOH WR FRSH ZLWK WKH SUREOHPV RI MREV� IRRG� ZDW
DQG PRQH\�

7URXEOH LV FRPLQJ� ,QGHHG� LW LV DOUHDG\ KHUH� 7KH UHFHQW XSVXUJH RI
ILJKWLQJ LQ <HPHQ SDUWO\ UHIOHFWV WKDW FRXQWU\
V XWWHU IDLOXUH WR FRSH ZLW
HFRQRPLF FKDOOHQJHV LQ WKH ZDNH RI WKH HFRQRPLF GLVDVWHU �ODUJHO\ RI
WKHLU RZQ PDNLQJ� RI WKH *XOI :DU� 6LPLODUO\� PXFK RI $OJHULD
V FROODSVH
LQWR LQWHUQDO ZDU PD\ EH WUDFHG WR HFRQRPLF LQFRPSHWHQFH� $OWKRXJK
(J\SW UHDSHG YHU\ VLJQLILFDQW ZLQGIDOOV IURP WKH ZDU� WKH JRYHUQPHQW
SXUVXHV HFRQRPLF UHIRUP DW D JODFLDO SDFH� 0HDQZKLOH� WKH FRXQWU\
V
ODERU VXSSO\ JURZV H[SRQHQWLDOO\� WKH XSVXUJH RI WHUURULVP LV� LQ
VXEVWDQWLDO PHDVXUH� WKH IUXLW RI WKH PLVPDWFK� *LYHQ WKH PDJQLWXGH R
WKH SUREOHPV� LW ZRXOG EH SUXGHQW WR H[SHFW VLPLODU SUREOHPV WR HPHUJ
HOVHZKHUH LQ WKH UHJLRQ�

/HW XV EULHIO\ H[DPLQH WKH NH\ HFRQRPLF FKDOOHQJHV IDFLQJ WKH UHJLRQ LQ
WKH \HDUV DKHDG LQ VOLJKWO\ PRUH GHWDLO�

-2%6

7KH HPSOR\PHQW SUREOHP LV SHUKDSV WKH PRVW SROLWLFDOO\ YRODWLOH
HFRQRPLF LVVXH IRU WKH LPPHGLDWH IXWXUH� $OWKRXJK DYDLODEOH GDWD DUH R
KLJKO\ XQHYHQ TXDOLW\ DQG RIWHQ QRW FRPSDUDEOH DFURVV QDWLRQDO
ERXQGDULHV� VHYHUDO JHQHUDOL]DWLRQV PD\ EH PDGH�

 &XUUHQW OHYHOV RI XQHPSOR\PHQW DUH KLJK�

 7KH SUREOHP ZLOO JHW ZRUVH�
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 ,W SULPDULO\ DIIHFWV \RXQJ� VHPLHGXFDWHG SHRSOH� ZKRVH DQJHU IXHOV
SROLWLFDO XQUHVW�

7KH LQWHUDFWLRQ RI WKUHH IDFWRUV H[SODLQV WKHVH RXWFRPHV�

 7KH VXSSO\ RI ODERU LV JURZLQJ YHU\ UDSLGO\� EXW

 7KH GHPDQG IRU ODERU LV H[SDQGLQJ RQO\ VOXJJLVKO\� ZLOO

 /DUJH SXEOLF VHFWRUV KDYH FUHDWHG SDUWLFXODUO\ LQIOH[LEOH ODERU PDUNHWV

7KHUH LV PXFK YDULDWLRQ LQ RIILFLDOO\ UHSRUWHG XQHPSOR\PHQW UDWHV�

$OWKRXJK WKHUH H[LVWV DQ �LQWHUQDWLRQDO GHILQLWLRQ� RI XQHPSOR\PHQW�

XVHG E\ WKH ,QWHUQDWLRQDO /DERU 2UJDQL]DWLRQ �,/2� RI WKH 8QLWHG
1DWLRQV� RQO\ WKH :HVW %DQN DQG *D]D XVH WKLV YHU\ UHVWULFWLYH
GHILQLWLRQ���� 2WKHU UHDVRQV IRU WKH ZLGH YDULDELOLW\ RI UDWHV LQFOXGH
GLIIHUHQFHV LQ WUHDWPHQW RI WKH LQIRUPDO VHFWRU� YDULDEOH FRXQWLQJ RI
ZRPHQ
V ZRUN DQG FKDQJHV LQ WKH VL]H RI WKH ODERU IRUFH LWVHOI DV
HFRQRPLF JURZWK VWDJQDWHV� $OO QXPEHUV RQ XQHPSOR\PHQW LQ WKH

UHJLRQ PXVW EH WDNHQ ZLWK VHYHUDO WUXFNORDGV RI VDOW� :H VKRXOG XVH RX
FRPPRQ VHQVH� �DQG URXQG QXPEHUV�

'HVSLWH WKHVH GDWD GLIILFXOWLHV� IRXU KHURLF JHQHUDOL]DWLRQV PD\ EH PDG

 8UEDQ XQHPSOR\PHQW H[FHHGV UXUDO�

 8QHPSOR\PHQW DPRQJ WKH \RXQJ LV PXFK KLJKHU WKDQ IRU ROGHU
ZRUNHUV�

 :RPHQ
V PHDVXUHG XQHPSOR\PHQW UDWHV H[FHHG PHQ
V� DQG

 (GXFDWHG ZRUNHUV DUH PRUH OLNHO\ WR EH XQHPSOR\HG WKDQ WKH

XQVNLOOHG�

8QHPSOR\PHQW LV ODUJHO\ DQ XUEDQ SKHQRPHQRQ� $JULFXOWXUDO DQG
LQIRUPDO UXUDO ODERU PDUNHW RXWFRPHV DUH EHVW H[SODLQHG ZLWK VXSSO\�
DQG�GHPDQG PRGHOV� L�H�� ZDJH IOH[LELOLW\ SUHYDLOV LQ WKHVH PDUNHWV� 7KL
LV QRW WR VD\ WKDW IDUP ODERU PDUNHWV DUH WKH SHUIHFWO\ IOH[LEOH�
LQVWDQWDQHRXVO\ FOHDULQJ PDUNHWV WKDW DUH GHVFULEHG LQ LQWURGXFWRU\
WH[WERRNV� 7KHUH LV VRPH VPDOO�VDPSOH VXUYH\ HYLGHQFH WKDW ODERU
PDUNHWV GRQ
W FOHDU HYHQ LQ WKH SHDN VHDVRQ LQ (J\SW� VXFK LQIRUPDWLRQ
VHHPV FRPSDWLEOH ZLWK VRPH NLQG RI �HIILFLHQF\ ZDJH� DUJXPHQW� %XW
PRVW HYLGHQFH �VXFK DV LW LV� VXJJHVWV ZDJH IOH[LELOLW\� &OHDUO\� ERWK
VHDVRQDO XQHPSOR\PHQW DQG VR�FDOOHG �XQGHUHPSOR\PHQW� DOVR H[LVW�
DOWKRXJK WKH ODWWHU WHUP LV SUREOHPDWLF �WRR RIWHQ MXVW D FRGH ZRUG IRU
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SRYHUW\�� )LQDOO\� UXUDO�XUEDQ PLJUDWLRQ UHGXFHV WKH UDWH RI JURZWK RI
UXUDO ODERU VXSSO\� WR DQ LPSRUWDQW H[WHQW� XQHPSOR\PHQW LV H[SRUWHG

WR WKH FLWLHV� ZKLFK DUH JURZLQJ E\ DERXW ��� SHUFHQW HYHU\ \HDU�

8QHPSOR\PHQW LV PDLQO\ D SUREOHP RI WKH \RXQJ� 1HDUO\ KDOI RI
XQHPSOR\HG 0RURFFDQV DUH EHWZHHQ �� DQG ��� �� SHUFHQW RI
XQHPSOR\HG (J\SWLDQV DUH QHZ HQWUDQWV WR WKH ODERU IRUFH� 7R VRPH
H[WHQW� RI FRXUVH� WKLV LV DOZD\V WUXH� )RU H[DPSOH� LQ 2(&' FRXQWULHV�
\RXWK XQHPSOR\PHQW LV URXJKO\ ��� WLPHV KLJKHU WKDQ SULPH�DJH

XQHPSOR\PHQW���� 0XFK WKH VDPH LV WUXH LQ WKH 0LGGOH (DVW� 7R VRPH

H[WHQW� KLJK XQHPSOR\PHQW LQ WKH UHJLRQ LV D GHPRJUDSKLF
SKHQRPHQRQ� LQ ZKLFK WKH KLJKHU SURSRUWLRQ RI \RXQJ SHRSOH LQ WKH
ODERU PDUNHW DXWRPDWLFDOO\ UDLVHV WKH RYHUDOO XQHPSOR\PHQW UDWH� ,Q
(J\SW� IRU H[DPSOH� EHWZHHQ WKH WZR FHQVXV \HDUV RI ���� DQG �����
WKH SURSRUWLRQ RI WKH ODERU IRUFH �� WR �� \HDUV ROG URVH IURP ��
SHUFHQW WR �� SHUFHQW�

6RPH \RXWK XQHPSOR\PHQW LV ZKDW HFRQRPLVWV FDOO �YROXQWDU\� RU
�IULFWLRQDO� XQHPSOR\PHQW� PRUH \RXQJ SHRSOH DUH �EHWZHHQ MREV� WKD
LV WUXH IRU ROGHU ZRUNHUV� VLPSO\ EHFDXVH WKH \RXQJ FDQ FKDQJH MREV
PRUH HDVLO\� KDYH OHVV VHQLRULW\ WR ELQG WKHP WR D JLYHQ HPSOR\HU� HWF�
%XW WKLV LV KDUGO\ WKH ZKROH VWRU\� 0DQ\ \RXQJ SHRSOH ODFN WKH
PDUNHWDEOH VNLOOV QHFHVVDU\ IRU SULYDWH�VHFWRU ZRUN� )XUWKHU� PDQ\ KRSH
WR ILQG D JRYHUQPHQW MRE DQG UHJLVWHU WKHPVHOYHV DV XQHPSOR\HG LQ
RUGHU WR UHPDLQ LQ SXEOLF MRE TXHXHV� 6XFK MREV DUH QRW EHLQJ FUHDWHG�

EHFDXVH JRYHUQPHQWV DUH UXQQLQJ RXW RI PRQH\� &RQVHTXHQWO\� ROG
EXUHDXFUDWV ZLWK MRE VHFXULW\ VLW VWROLGO\ DVWULGH WKH WUDGLWLRQDO SDWK RI
XSZDUG PRELOLW\ RI \RXQJ XUEDQ PHQ� 7R VRPH H[WHQW� WKH FRQIOLFW
EHWZHHQ $UDE QDWLRQDOLVWV DQG ,VODPLVWV LV D JHQHUDWLRQDO FRQIOLFW� D ILJ
EHWZHHQ IDWKHUV DQG VRQV�

8QHPSOR\PHQW LV SDUWO\ D JHQGHU�EDVHG PDODG\� 2XWVLGH RI WKH *XOI�
IHPDOH XQHPSOR\PHQW UDWHV DUH JUHDWHU WKDQ PDOH UDWHV� ,Q WKH *XOI�
WKH UHYHUVH LV WUXH� EXW WKLV PD\ VLPSO\ EH D VWDWLVWLFDO DUWLIDFW� LQ ZKLFK
ZRPHQ ZKR FDQ
W ILQG D MRE DUH GHILQHG RXW RI WKH ODERU IRUFH� 6WURQJ
VRFLDO FRQYHQWLRQV UHVWULFW WKH GHILQLWLRQ RI �UHVSHFWDEOH ZRUN�� 6LQFH
QHDUO\ DOO ZRPHQ LQ WKH UHJLRQ DUH PDUULHG� WKH\ FDQ PRUH HDVLO\ UHPDL
XQHPSOR\HG LI QHFHVVDU\ WR �PDLQWDLQ IDPLO\ KRQRU�� �0HQ� RI FRXUVH�
HQJDJH LQ VLPLODU EHKDYLRU� -RUGDQLDQ XQHPSOR\PHQW FRH[LVWV ZLWK WK
LPPLJUDWLRQ RI XQVNLOOHG (J\SWLDQV EHFDXVH \RXQJ -RUGDQLDQ PHQ GR
QRW ZDQW WR DFFHSW ZRUN WKDW WKH\� WKHLU IDPLOLHV� DQG��SHUKDSV
HVSHFLDOO\ LPSRUWDQW��SURVSHFWLYH VSRXVHV
 IDPLOLHV ILQG �GHPHDQLQJ��� ,
WKLV UHJDUG� PHQ� EXW HVSHFLDOO\ ZRPHQ� DUH DGYHUVHO\ DIIHFWHG E\ WKH
GHFOLQH LQ �HPLQHQWO\ UHVSHFWDEOH� SXEOLF� VHFWRU MREV�

)LQDOO\� XQHPSOR\PHQW LV HVSHFLDOO\ DQ DIIOLFWLRQ RI WKH HGXFDWHG�
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'HVSLWH VRPH VNHSWLFLVP� PRVW HYLGHQFH VXJJHVWV WKDW XQHPSOR\PHQW

LV FRQFHQWUDWHG DPRQJ WKH UHODWLYHO\ HGXFDWHG� ,Q -RUGDQ�

XQHPSOR\PHQW LQFUHDVHV SUHFLVHO\ ZLWK HGXFDWLRQ� LQ ����� MXVW RYHU �
SHUFHQW RI LOOLWHUDWHV ZHUH XQHPSOR\HG� ZKLOH XQLYHUVLW\ JUDGXDWH
XQHPSOR\PHQW ZDV RYHU �� SHUFHQW� ,Q (J\SW� WKH KLJKHVW UDWHV RI
XQHPSOR\PHQW DUH IRXQG DW LQWHUPHGLDWH HGXFDWLRQDO OHYHOV �URXJKO\
�� SHUFHQW�� IRU XQLYHUVLW\ JUDGXDWHV LW LV DERXW �� SHUFHQW� ZKLOH QHDUO
DOO LOOLWHUDWHV KDYH MREV �XQHPSOR\PHQW UDWH RI � SHUFHQW�� $V RQH
REVHUYHU KDV SXW LW� �8UEDQ XQHPSOR\PHQW LV���LQ WKH QDWXUH RI D
ZDLWLQJ OLVW IURP ZKLFK WKRVH ZKR KDYH YLUWXDOO\ QR KRSH RI D MRE E\
UHDVRQ RI SHUVRQDO KDQGLFDS �QR SULPDU\ HGXFDWLRQ RU SURIHVVLRQDO
WUDLQLQJ� KDYH VWUXFN WKHPVHOYHV RII�����

8QHPSOR\PHQW LV WKH UHVXOW RI WKH QXPEHU RI VFKRRO OHDYHUV JURZLQJ
IDVWHU WKDQ WKH QXPEHU RI MREV FUHDWHG LQ WKH PRGHUQ VHFWRU�
8QHPSOR\HG \RXWK KDYH WRR OLWWOH �RU WKH ZURQJ NLQG RI� HGXFDWLRQ WR
FRPSHWH LQ WKH PRGHUQ� IRUPDO�VHFWRU ODERU PDUNHW� EXW WRR PXFK
HGXFDWLRQ WR EH ZLOOLQJ WR DFFHSW DQ XQVNLOOHG MRE� 8QHPSOR\PHQW LV

KLJKHVW DPRQJ VHFRQGDU\�VFKRRO OHDYHUV� ZKR DUH� SHUKDSV QRW
FRLQFLGHQWDOO\� DOVR LQFUHDVLQJO\ SURPLQHQW LQ UDGLFDO ,VODPLF JURXSV� ,W
VHHPV WKDW �D OLWWOH NQRZOHGJH LV D GDQJHURXV WKLQJ��

'LIILFXOW DV WKH SUREOHP LV DW SUHVHQW� WKHUH DUH UHDVRQV WR IHDU WKDW LW
ZLOO JHW ZRUVH LQ WKH \HDUV DKHDG� 7KH FKDOOHQJH RI MRE FUHDWLRQ LV
GDXQWLQJ� VLPSO\ EHFDXVH RI WKH UDWH RI JURZWK RI WKH QXPEHU RI QHZ
HQWUDQWV WR WKH ODERU IRUFH� 7KH UHJLRQ
V ODERU IRUFH LV JURZLQJ DW D UDWH
RI DERXW ��� SHUFHQW SHU \HDU� WKH IDVWHVW UDWH LQ WKH ZRUOG���� $W WKLV
UDWH� WKH UHJLRQ
V ODERU IRUFH ZLOO GRXEOH E\ WKH PLGGOH RI ������OHVV
WKDQ �� \HDUV IURP QRZ� ,Q WHQ \HDUV� WKHUH ZLOO EH RQH� WKLUG PRUH
SHRSOH��DOO RI WKHP \RXQJ��ORRNLQJ IRU ZRUN� %\ WKH WXUQ RI WKH FHQWXU\
WKH UHJLRQ
V ODERU IRUFH ZLOO EH URXJKO\ �� SHUFHQW ODUJHU WKDQ LW LV
WRGD\� 3XW GLIIHUHQWO\� EHWZHHQ QRZ DQG WKH HQG RI WKH GHFDGH� WKH
0LGGOH (DVW
V ODERU IRUFH ZLOO JURZ E\ RYHU ���� PLOOLRQ��ZKLFK LV DERX
WKH FRPELQHG VL]H RI WKH FXUUHQW ODERU IRUFHV RI DOO $VLDQ $UDE FRXQWULH

�DSSUR[LPDWHO\ ���� PLOOLRQ��

/DERU IRUFHV DUH JURZLQJ UDSLGO\ WKDQNV WR SDVW SRSXODWLRQ JURZWK�
ZKLFK KDV GHFOLQHG RQO\ JUDGXDOO\ LQ PRVW FRXQWULHV LQ WKH UHJLRQ� $W WK
VDPH WLPH� DV PRUH DQG PRUH ZRPHQ UHFHLYH HGXFDWLRQ� WKH\
LQFUHDVLQJO\ VHHN MREV� 7KLV KDV FUHDWHG SDUWLFXODU WHQVLRQV LQ WKH $UDE
ZRUOG� ZKHUH WKH VHQVH RI FRPSHWLWLRQ IURP ZRPHQ ZKR �RXJKW WR EH
DW KRPH OHQGV FUHGHQFH WR VLPSOLVWLF UHOLJLRXV SROLWLFV DQG FRQWULEXWHV W
WKH DSSHDO RI WKH VH[XDO SROLWLFV RI WKH ,VODPLF UDGLFDOV� 7KH FU\ �PDNH
WKHP JR EDFN WR WKH NLWFKHQ� PDNHV VHQVH WR XQHPSOR\HG \RXQJ 0XVOL
PHQ DQG OHQGV FUHGHQFH WR RWKHU VLPSOLVWLF VORJDQV�
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,I WKH HFRQRPLHV RI WKH UHJLRQ ZHUH JURZLQJ UDSLGO\� LI LQYHVWPHQW ZHU
EHLQJ DOORFDWHG HIILFLHQWO\� WKHQ PDQ\ PRUH MREV FRXOG EH FUHDWHG� %XW
WKH VOXJJLVK RYHUDOO JURZWK RI WKHVH HFRQRPLHV PHDQV WKDW WKH QXPEH
RI QHZ MREV LV VZDPSHG E\ WKH QXPEHU RI QHZ MRE VHHNHUV� 'XULQJ WKH
����V� WKH HFRQRPLHV RI WKH UHJLRQ JUHZ DW RQO\ DERXW ��� SHUFHQW SH
\HDU� ZKLOH SRSXODWLRQ JURZWK H[FHHGHG � SHUFHQW� 6LQFH WKH PLG�

����V� WKH SLFWXUH LV ZRUVH� ,Q (J\SW� IRU H[DPSOH� LW KDV EHHQ HVWLPDWH
WKDW WKH HFRQRP\ QHHGV WR JURZ DW DERXW � SHUFHQW SHU \HDU VLPSO\ WR
NHHS XQHPSOR\PHQW IURP ULVLQJ� %XW VLQFH WKH PLG�����V� WKH
(J\SWLDQ HFRQRP\ KDV HVVHQWLDOO\ VWDJQDWHG� UHJLVWHULQJ D UHDO *'3
JURZWK UDWH RI DERXW ��� SHUFHQW�

7KH UHDVRQV IRU VXFK VOXJJLVK JURZWK DUH ZHOO�NQRZQ� DQG VSDFH
SHUPLWV RQO\ WKH EULHIHVW VNHWFK� 7ZR LQWHUUHODWHG IRUFHV ZHUH
UHVSRQVLEOH IRU WKH GUHDU\ SHUIRUPDQFH� ��� WKH HQG RI WKH RLO ERRP�
ZLWK LWV ODUJH LQFUHDVHV LQ QDWLRQDO LQFRPH WKURXJK WKH GLUHFW �RLO
H[SRUWHUV� RU LQGLUHFW �ODERU H[SRUWHUV� FROOHFWLRQV RI RLO UHQW� DQG ��� WK
QHHG IRU VWUXFWXUDO DGMXVWPHQW� DV WKH GHILFLHQFLHV RI D IRUPHU HUD RI
VWDWH�OHG� LPSRUW�VXEVWLWXWLQJ LQGXVWULDOL]DWLRQ EHFDPH LQFUHDVLQJO\
HYLGHQW� $QG� RI FRXUVH� WKH ������� *XOI FULVLV DQG ZDU KDG YHU\
VHULRXV QHJDWLYH FRQVHTXHQFHV IRU LQFRPHV LQ WKH UHJLRQ� /DERU
H[SRUWHUV ZKRVH OHDGHUV EDFNHG WKH ORVHUV �-RUGDQ� <HPHQ� WKH

2FFXSLHG 7HUULWRULHV� ZHUH HVSHFLDOO\ KDUG KLW�

6WDWLVW GHYHORSPHQW VWUDWHJLHV KDYH FRQWULEXWHG WR XQHPSOR\PHQW LQ

VHFRQG ZD\� $ ODUJH SHUFHQWDJH RI ZRUNHUV LQ WKH 0LGGOH (DVW WRLO IRU
WKH JRYHUQPHQW���� 3XEOLF�VHFWRU RU DGPLQLVWHUHG ODERU PDUNHWV DUH
PXFK OHVV IOH[LEOH WKDQ SULYDWH�VHFWRU PDUNHWV� 6LQFH ODERU�PDUNHW
LQIOH[LELOLW\ LV SRVLWLYHO\ DVVRFLDWHG ZLWK XQHPSOR\PHQW� ODUJH SXEOLF
VHFWRUV FRQWULEXWH WR KLJK UDWHV RI XQHPSOR\PHQW� $OWKRXJK WKH
GHFOLQH LQ SXEOLF�VHFWRU UHDO ZDJHV PD\ KDYH UHGXFHG VRPH RI WKH
DSSHDO RI WKHVH MREV� WKH\ UHPDLQ KLJKO\ YDOXHG IRU WKHLU VHFXULW\ DQG D
�EDVHV� IURP ZKLFK H[WHQVLYH PRRQOLJKWLQJ LV SRVVLEOH� 7KH FKDQFHV WR
FROOHFW SHWW\ UHQWV �EULEHV� LQ SODLQ (QJOLVK� LV DOVR DQ DWWUDFWLRQ�
(GXFDWLRQDO V\VWHPV KDYH ORQJ EHHQ GHVLJQHG WR SURGXFH FLYLO VHUYDQWV
IXUWKHU H[DFHUEDWLQJ WKH SUREOHP�

$V QRWHG HDUOLHU� VRPH RI WKRVH RIILFLDOO\ FRXQWHG DV �XQHPSOR\HG� DUH
DFWXDOO\ VLPSO\ UHJLVWHUHG RQ JRYHUQPHQW�MRE ZDLWLQJ OLVWV ZKLOH WKH\ LQ

IDFW ZRUN LQ WKH LQIRUPDO VHFWRU� )URP DQ HFRQRPLF SRLQW RI YLHZ� LW
PDNHV D FRQVLGHUDEOH GLIIHUHQFH ZKHWKHU D \RXQJ JUDGXDWH LV
XQHPSOR\HG RU ZRUNLQJ LQ WKH LQIRUPDO VHFWRU� )URP D SROLWLFDO
SHUVSHFWLYH� LW PD\ PDWWHU PXFK OHVV� LQ HLWKHU FDVH� KH LV GLVDSSRLQWHG
DQG GLVLOOXVLRQHG� +H PD\ KDYH D MRE� EXW KH EHOLHYHV WKDW KLV MRE LV
GHPHDQLQJ� +H LV HPSOR\HG� EXW KH LV DOVR IUXVWUDWHG� 7KH VWHDGLO\
LQFUHDVLQJ QXPEHU RI XQHPSOR\HG \RXQJ SHRSOH LV D SROLWLFDO WLPH�
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ERPE�

)22' $1' :$7(5

$ VHFRQG VRXUFH RI LQVWDELOLW\ �EXW RQH ZKLFK LV RIWHQ PXFK
PLVXQGHUVWRRG� LV WKDW RI IRRG VHFXULW\ DQG ZDWHU VFDUFLW\� 2Q WKH RQH
KDQG� LW LV RIWHQ FRUUHFWO\ QRWHG WKDW WKH UHJLRQ LV DOUHDG\ GHSHQGHQW R
LPSRUWV IRU D VXEVWDQWLDO IUDFWLRQ RI LWV IRRG FRQVXPSWLRQ� 2Q WKH RWKH
KDQG� LW LV RIWHQ DVVHUWHG WKDW �ZDWHU ZDUV� DUH D OLNHO\ IXWXUH WKUHDW WR
VWDELOLW\ LQ WKH UHJLRQ� %XW UHJLRQDO �ZDWHU VFDUFLW\� LV IXQGDPHQWDOO\
GULYHQ E\ DJULFXOWXUDO XVH� ZKLFK FRQVXPHV RYHU � RXW RI � JDOORQV RI
ZDWHU HYHU\ZKHUH RXWVLGH RI WKH *XOI� 7KH ZDWHU FRQVWUDLQW VXJJHVWV
WKDW IRRG�LPSRUW GHSHQGHQF\ ZLOO SUREDEO\ LQFUHDVH LQ WKH \HDUV DKHDG
7KH UHJLRQDO REVHVVLRQ ZLWK �IRRG VHOI�VXIILFLHQF\� GRHV PXFK WR FUHDWH
ZDWHU VKRUWDJHV� 7KHUH DUH VHQVLEOH� SUDFWLFDO WHFKQLFDO DQG HFRQRPLF
VROXWLRQV WR ERWK SUREOHPV� +RZHYHU� WKHUH LV GRXEW DV WR WKHLU SROLWLFD

IHDVLELOLW\ LQ VRPH FDVHV�

�)RRG VHFXULW\� LV DQ LQVXUDQFH FRQFHSW� (QVXULQJ IRRG VHFXULW\ PHDQV
JXDUDQWHHLQJ WKDW FRQVXPHUV DUH UHDVRQDEO\ FHUWDLQ RI EHLQJ DEOH WR HD
SURSHUO\� $OO WRR RIWHQ� KRZHYHU� VWXGHQWV RI WKH UHJLRQ FRQIODWH �IRRG
VHFXULW\� ZLWK �IRRG VHOI�VXIILFLHQF\�� 3ROLWLFLDQV� LQ SDUWLFXODU� VHHP
XQDEOH WR UHVLVW WKH VLUHQ VRQJ RI DOLPHQWDU\ DXWDUFK\� /HW XV EH FOHDU�
)RRG VHOI�VXIILFLHQF\ IRU PRVW FRXQWULHV LQ WKH UHJLRQ LV LPSRVVLEOH� DQG
WKLV LV QR EDG WKLQJ�

7KH �VW\OL]HG IDFWV� RI WKH SROLWLFDO HFRQRP\ RI IRRG GXULQJ WKH RLO�ERRP
GHFDGH PD\ EH VNHWFKHG DV IROORZV� 5DSLGO\ LQFUHDVLQJ SRSXODWLRQV DQG
VZLIWO\ JURZLQJ SHU FDSLWD LQFRPHV TXLFNO\ UDLVHG WKH GHPDQG IRU IRRG
7KH LQFUHDVH LQ LQFRPHV ZDV QRW OLPLWHG WR RLO H[SRUWHUV EXW ZDV DOVR
HQMR\HG E\ WKH SRRUHU FRXQWULHV� WKDQNV WR ODUJH�VFDOH PLJUDWLRQ IRU
ZRUN LQ WKH RLO�H[SRUWLQJ FRXQWULHV� 'RPHVWLF VXSSO\ UHVSRQVH ZDV
VOXJJLVK� WKDQNV WR WKH �'XWFK 'LVHDVH� �OLYLQJ RQ UHQW UDWKHU WKDQ
SURGXFWLYH HIIRUW�� WR D FRQWLQXDWLRQ RI SROLFLHV ZKLFK H[FHVVLYHO\ WD[HG
WKH DJULFXOWXUDO VHFWRU� DQG WR OLPLWHG LQYHVWPHQW LQ WKH DJULFXOWXUDO
VHFWRU� &HUHDO SURGXFWLRQ ZDV HVSHFLDOO\ ZHDN� FDXJKW EHWZHHQ ULVLQJ
ODERU FRVWV� PDUJLQDO UDLQIDOO DQG JRYHUQPHQW�LPSRVHG SULFH
GLVLQFHQWLYHV� %\ FRQWUDVW� WKH SURGXFWLRQ RI KLJKHU�YDOXH FURSV OLNH
IUXLWV� YHJHWDEOHV DQG OLYHVWRFN GLG PXFK EHWWHU� 7KHUH ZHUH DOVR WZR
FRXQWULHV ZKRVH DJULFXOWXUDO SHUIRUPDQFH VWRRG RXW DERYH WKH RWKHUV�
6\ULD DQG 6XGDQ� %XW DOPRVW HYHU\ZKHUH� WKH IRRG JDS FRXOG EH
SOXJJHG ZLWK LPSRUWV� DEXQGDQW IRUHLJQ H[FKDQJH DQG LPSURYLQJ WHUP
RI WUDGH SHUPLWWHG D GUDPDWLF LQFUHDVH LQ IRRG �DQG HVSHFLDOO\ FHUHDO�
LPSRUWV�

7KH ULVH LQ WKH SHUFHQWDJH RI $UDE FRQVXPHUV
 IRRG ZKLFK FDPH IURP
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DEURDG ZDV GLVTXLHWLQJ WR SROLF\ PDNHUV� ZKR IHDUHG WKDW UHOLDQFH RQ
IRUHLJQ VXSSOLHV ZDV ULVN\� ZKHWKHU HFRQRPLFDOO\ RU SROLWLFDOO\�
5HVSRQVHV WR WKHVH IHDUV ZHUH DOUHDG\ HYLGHQW LQ WKH HDUO\ ����V�
6XEVLGLHV RI LQSXWV XVXDOO\ HLWKHU FRQWLQXHG RU LQFUHDVHG� ZKLOH WD[DWLR
RI RXWSXW WKURXJK SULFH SROLFLHV W\SLFDOO\ HDVHG� $UDE JRYHUQPHQWV
RIWHQ EHJDQ WR DOORFDWH D KLJKHU VKDUH RI LQYHVWPHQW WR DJULFXOWXUH� DQ
PDQ\ XUEDQ HQWUHSUHQHXUV HQWHUHG WKH SURGXFWLRQ RI KRUWLFXOWXUDO
FURSV� SRXOWU\ DQG OLYHVWRFN� 0XFK KRSH ZDV SODFHG RQ WKH GHYHORSPH
RI 6XGDQ DV WKH �EUHDG EDVNHW� RI WKH $UDE ZRUOG� DQG $UDE ELODWHUDO DQ
PXOWLODWHUDO DLG IORZHG LQWR SURMHFWV LQ &HQWUDO 6XGDQ �'DUIXU� .RUGRIDQ
%OXH 1LOH�� 9LVLRQV RI DQ $UDE ZRUOG VHOI�VXIILFLHQW LQ PRVW IRRG GDQFHG

EHIRUH WKH ZHDU\ H\HV RI DJULFXOWXUDO DQG VWUDWHJLF SODQQHUV�

7KLV GRRPHG YLVLRQ DOZD\V UHVWHG XSRQ D IXQGDPHQWDO FRQIXVLRQ� IRRG
VHOI�VXIILFLHQF\ LV QHLWKHU QHFHVVDU\ QRU VXIILFLHQW IRU IRRG VHFXULW\� 7KH
IRRG VHFXULW\ LGHD UHFRJQL]HV WKDW ZH DOO OLYH LQ D ULVN\ ZRUOG DQG VHHNV
WR GHYLVH SXEOLF SROLFLHV WR PLQLPL]H WKH ULVN WKDW FRQVXPSWLRQ RI IRRG
ZLOO IDOO EHORZ VRPH PLQLPDOO\ DFFHSWDEOH OHYHO� $ FRXQWU\ �RU D
KRXVHKROG� FDQ DWWDLQ VXFK VHFXULW\ LQ WKUHH ZD\V� E\ SURGXFLQJ WKH
IRRG� E\ WUDGLQJ IRU LW RU E\ KDYLQJ LW JLYHQ WR WKHP� *RYHUQPHQWV

UHOHQWOHVV SXUVXLW RI IRRG VHOI�VXIILFLHQF\ KDV IDLOHG RQ LWV RZQ WHUPV�
$UDE FRXQWULHV DUH� RQ EDODQFH� QR EHWWHU �RU ZRUVH� RII WRGD\ ZLWK
UHVSHFW WR IRRG VHOI�VXIILFLHQF\ WKDQ WKH\ ZHUH D GHFDGH DJR� KRZHYHU�
WKHLU IRRG�VHFXULW\ SRVLWLRQV DUH RIWHQ PRUH SUHFDULRXV�

'XULQJ WKH ����V� WKH UDWH RI JURZWK RI WKH GHPDQG IRU IRRG
GHFHOHUDWHG DQG ZDV DOPRVW H[FOXVLYHO\ WKH UHVXOW RI SRSXODWLRQ
JURZWK���� 7KH UDWH RI SRSXODWLRQ JURZWK IRU WKH $UDE ZRUOG DV D ZKR
GXULQJ WKH ����V ZDV MXVW XQGHU � SHUFHQW SHU \HDU� ULVLQJ IURP URXJKO
��� PLOOLRQ WR VRPH ��� PLOOLRQ���� 7KH $UDE ZRUOG �DGGHG DQ (J\SW�

GXULQJ WKH ����V �VRPH �� PLOOLRQ QHZ SHRSOH� URXJKO\ WKH SRSXODWLRQ

RI (J\SW LQ ������ 7KHUH ZDV QR WHQGHQF\ IRU WKH RYHUDOO UDWH WR
GHFHOHUDWH GXULQJ WKH GHFDGH� 6XFK D UDWH RI SRSXODWLRQ JURZWK LPSOLH
D GRXEOLQJ RI SRSXODWLRQ E\ ����� ZKHQ WKHUH ZLOO EH ��� PLOOLRQ
$UDEV�

$OWKRXJK WRWDO IHUWLOLW\ UDWHV �DSSUR[LPDWHO\ �WKH QXPEHU RI FKLOGUHQ
ZKLFK DQ DYHUDJH ZRPDQ ZLOO KDYH�� KDYH IDOOHQ LQ QHDUO\ DOO FRXQWULHV�
HYHQ XQGHU RSWLPLVWLF VFHQDULRV $UDE FRXQWULHV
 SRSXODWLRQV ZLOO QRW

VWDELOL]H IRU DW OHDVW DQRWKHU JHQHUDWLRQ� 7KHUH ZLOO FRQWLQXH WR EH PDQ
PRUH PRXWKV WR IHHG� 2Q WKH RWKHU KDQG� LQ VKDUS FRQWUDVW WR WKH
GHFDGH RI WKH RLO ERRP� SHU FDSLWD LQFRPHV VWDJQDWHG LQ PRVW RI WKH
UHJLRQ�

:KDW RI WKH VXSSO\ UHVSRQVH" 0RVW $UDE FRXQWULHV
 DJULFXOWXUDO VHFWRUV
PDQDJHG WR NHHS XS ZLWK SRSXODWLRQ JURZWK GXULQJ WKH ����V� EXW
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RQO\ LQ (J\SW DQG 0RURFFR GLG IDUP SURGXFWLRQ RXWVWULS SRSXODWLRQ
LQFUHDVHV� )RU PRVW FRXQWULHV� WKHUH ZDV OLWWOH FKDQJH LQ FHUHDO VHOI�
VXIILFLHQF\� 2QO\ 0RURFFR DQG 6DXGL $UDELD UHGXFHG WKHLU GHSHQGHQFH
RQ WUDGH DV D VRXUFH RI VWDSOH IRRG FRQVXPSWLRQ GXULQJ WKH GHFDGH� )R
PRVW $UDE FRXQWULHV� SRSXODWLRQ JUHZ� FHUHDO SURGXFWLRQ VWDJQDWHG� DQ
FHUHDO VHOI�VXIILFLHQF\ UHPDLQHG XQFKDQJHG� ,W IROORZV WKDW SHU FDSLWD
FRQVXPSWLRQ RI FHUHDOV GHFOLQHG LQ PRVW $UDE FRXQWULHV� &HUHDO VHOI�
VXIILFLHQF\ RI PRVW $UDE FRXQWULHV UHPDLQHG XQFKDQJHG� ZKLOH �FHUHDO
VHFXULW\� GHFOLQHG IRU PDQ\ $UDEV�

7KH LQFUHDVHV LQ RXWSXW ZHUH ODUJHO\ WKH UHVXOW RI DGGLWLRQDO LQSXWV� 7KH
DUDEOH DUHD FRQWLQXHG WR LQFUHDVH LQ WKRVH FRXQWULHV WKDW H[SHULHQFHG
WKH VWURQJHVW DJULFXOWXUDO JURZWK� DQG LUULJDWHG ODQG H[SDQGHG QHDUO\
HYHU\ZKHUH� )HUWLOL]HU XVH LQFUHDVHG DW D GLPLQLVKLQJ UDWH�
0HFKDQL]DWLRQ� HVSHFLDOO\ WUDFWRUL]DWLRQ� FRQWLQXHG XQDEDWHG
WKURXJKRXW WKH UHJLRQ� 7KH WRWDO QXPEHU RI WUDFWRUV LQ WKH $UDE ZRUOG
URVH E\ RYHU �� SHUFHQW GXULQJ WKH ����V� DQ LQFUHDVH RI RYHU �������
WUDFWRUV� 7KH IDUP�ODERU IRUFH HLWKHU FRQWLQXHG WR JURZ RU UHVXPHG
JURZLQJ DIWHU DQ �RLO�ERRP� LQGXFHG GHFOLQH� LQ PRVW FRXQWULHV� 7KH RLO
ERRP RI WKH ����V GUHZ ODERU RXW RI DJULFXOWXUH� LQ $OJHULD� ,UDT�
-RUGDQ� 6\ULD� <HPHQ� /LE\D DQG (J\SW� WKH DGXOW PDOH IDUP�ODERU IRUFH
DFWXDOO\ GHFOLQHG GXULQJ WKH ����V� +RZHYHU� WKH ����V ODUJHO\ UHYHUVH

WKLV �'XWFK 'LVHDVH� SKHQRPHQRQ LQ DOO EXW ,UDT� -RUGDQ DQG /LE\D� 7KH

QXPEHUV IRU -RUGDQ PLJKW ZHOO ORRN GLIIHUHQW WRGD\� LQ WKH ZDNH RI WKH
UHWXUQ RI PLJUDQWV IURP WKH *XOI� ,Q VKRUW� $UDE DJULFXOWXUHV XVHG PRUH
ODQG� PRUH ZDWHU� PRUH IHUWLOL]HU� PRUH PDFKLQHV DQG PRUH ODERU��DOO

MXVW WR NHHS XS ZLWK SRSXODWLRQ JURZWK�

,Q D VHQVH� $UDE FRXQWULHV KHOG WKH OLQH RQ IRRG VHOI�VXIILFLHQF\ ZKLOH
SHUPLWWLQJ �RU EHLQJ XQDEOH WR SUHYHQW� D GHWHULRUDWLRQ LQ IRRG VHFXULW\
7KH �UHODWLYH VXFFHVV� RQ VHOI�VXIILFLHQF\ ZDV LQ DQ LPSRUWDQW VHQVH WKH
IUXLW RI VWDJQDWLRQ� RQO\ EHFDXVH SHU FDSLWD LQFRPHV VWDJQDWHG ZDV
GRPHVWLF VXSSO\ DEOH WR NHHS SDFH ZLWK GRPHVWLF GHPDQG� QRZ UHGXFH
WR SRSXODWLRQ JURZWK DORQH� )XUWKHU� WKH GHFOLQH LQ WKH DSSDUHQW SHU
FDSLWD FRQVXPSWLRQ RI FHUHDOV LV GLVWXUELQJ� 7KLV� FRPELQHG ZLWK WKH
FRQWLQXHG UDSLG H[SDQVLRQ RI OX[XU\ IRRGV OLNH IUXLWV DQG YHJHWDEOHV� LV
FRQVLVWHQW ZLWK D K\SRWKHVLV RI LQFUHDVLQJ LQHTXDOLW\ RI LQFRPH
GLVWULEXWLRQ LQ PDQ\ FRXQWULHV� ,W LV DOVR YHU\ OLNHO\ WKDW SRYHUW\ URVH LQ
PRVW FRXQWULHV VLPSO\ EHFDXVH RI WKH IDLOXUH RI JURZWK� 6XFK D
GHYHORSPHQW ERGHV LOO IRU IRRG VHFXULW\ DW WKH KRXVHKROG OHYHO�

,Q DQ\ FDVH� LW LV VLPSO\ IDOVH WR HTXDWH IRRG VHFXULW\ ZLWK IRRG VHOI�
VXIILFLHQF\ LQ WKH $UDE ZRUOG� UHO\LQJ RQ �RZQ SURGXFWLRQ� LV KLJKO\
ULVN\� 7KH FRPPRQ FRQIODWLRQ RI IRRG VHFXULW\ ZLWK VHOI�UHOLDQFH WDFLWO\
DVVXPHV WKDW RZQ SURGXFWLRQ LV D OHVV ULVN\ PRGH RI VDWLVI\LQJ GRPHVW
GHPDQG WKDQ LV GHSHQGHQFH XSRQ LQWHUQDWLRQDO WUDGH� (YLGHQFH
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VXJJHVWV RWKHUZLVH� &HUHDO SURGXFWLRQ UHPDLQHG KLJKO\ YDULDEOH LQ WKH
UHJLRQ� DV ZHDWKHU VKRFNV FRQWLQXHG WR SODJXH VWDSOH IRRG SURGXFWLRQ
2QO\ (J\SW� ZLWK LWV HQWLUHO\ LUULJDWHG DJULFXOWXUH� HVFDSHG IURP
UHSHDWHG ZHDWKHU VKRFNV� ,Q 6\ULD� IRU H[DPSOH� IRRG SURGXFWLRQ ZRXOG
IDOO EHORZ WKH DYHUDJH E\ PRUH WKDQ � SHUFHQW HYHU\ WKLUG \HDU� &HUHDO
SURGXFWLRQ UHPDLQV D YHU\ ULVN\ JDPEOH RQ WKH UDLQV� 7KHUH LV OLWWOH
HYLGHQFH RI HLWKHU PDUNHG LPSURYHPHQW RU GHWHULRUDWLRQ LQ YDULDELOLW\
RYHU WLPH IRU WKH UHJLRQ DV D ZKROH� 6XFK YDULDELOLW\ KDV LPSRUWDQW
LPSOLFDWLRQV IRU IRRG VHFXULW\�

)XQGDPHQWDOO\� WKH UHJLRQ FDQQRW HVFDSH LWV JHRJUDSK\� ZDWHU LV� DQG
ZLOO EHFRPH LQFUHDVLQJO\� VFDUFH LQ WKH UHJLRQ� 6R ORQJ DV ZDWHU LV
QHHGHG IRU SKRWRV\QWKHVLV� WKHUH ZLOO EH VHULRXV EDUULHUV WR WKH
DFKLHYHPHQW RI �VHOI�VXIILFLHQF\� LQ IRRG RU DJULFXOWXUH DQ\ZKHUH RXWVLG
RI 7XUNH\ RU �SRWHQWLDOO\� 6XGDQ� 2XWVLGH RI WKH *XOI� DJULFXOWXUH XVHV
WKH OLRQ
V VKDUH RI ZDWHU� :DWHU SUREOHPV DUH HVSHFLDOO\ DFXWH LQ WKH
0DVKUHT DQG WKH $UDELDQ SHQLQVXOD� ZKHUH XQVXVWDLQDEOH UDWHV RI XVDJ
DUH LQFUHDVLQJO\ FRPPRQ� )XUWKHU� LQFUHDVLQJ SROOXWLRQ RI ZDWHU LV DOVR
JURZLQJ SUREOHP� 6DXGL $UDELD
V YDXQWHG VHOI�VXIILFLHQF\ LQ ZKHDW KDV
EHHQ DFKLHYHG E\ KHDY\ ILQDQFLDO VXEVLGLHV DQG XQVXVWDLQDEOH
H[SORLWDWLRQ RI JURXQG ZDWHU H[SRUWLQJ ZDWHU� LQ HIIHFW� )RRG VHOI�
VXIILFLHQF\ LV DQ H[SHQVLYH� ZDVWHIXO� DQG XOWLPDWHO\ GRRPHG IRRG�
VHFXULW\ VWUDWHJ\�

)RUWXQDWHO\� IRRG VHFXULW\ FDQ EH REWDLQHG LQ DQRWKHU ZD\� WKURXJK
WUDGH� )HZ ZRXOG DUJXH WKDW 6LQJDSRUH RU .RUHD IDLO WR HQMR\ IRRG
VHFXULW\� 0LGGOH (DVWHUQ SROLWLFDO HFRQRPLHV ZLOO KDYH WR HPXODWH RWKHU

HFRQRPLFDOO\ VXFFHVVIXO EXW DJULFXOWXUDO�UHVRXUFH�SRRU QDWLRQV WR
DFKLHYH IRRG VHFXULW\ LQ WKH \HDUV DKHDG� ,QFUHDVLQJO\� 0LGGOH (DVWHUQ
QDWLRQV PXVW H[SRUW LQ RUGHU WR HDW�

021(<

7KLV EULQJV XV WR WKH ILQDO FULWLFDO FKDOOHQJH IDFLQJ WKH UHJLRQ� WKH
VKRUWDJH RI FDSLWDO� *LYHQ WKH YDVW ILQDQFLDO UHVRXUFHV RI WKH *XOI� LW PD
VHHP RGG WR SRVLW VXFK D VKRUWDJH� +RZHYHU� WKH *XOI :DU KDV PDGH LW
FOHDU WKDW WKH FDSLWDO�ULFK VWDWHV ZLOO LQYHVW WKHLU PRQH\ RQO\ ZKHUH LW

HDUQV WKH KLJKHVW UHWXUQ� $SSHDOV WR �$UDE XQLW\� � DOZD\V KROORZ� KDYH

QRZ EHHQ UHOHJDWHG WR WKH KLVWRU\ ERRNV� &DOOV E\ DQDO\VWV WR �VKDUH WKH

RLO ZHDOWK� DUH HTXDOO\ PLVSODFHG� ,QVWHDG� WKH FDOO VKRXOG EH WR FUHDWH D

FOLPDWH VR WKDW DOUHDG\ H[LVWLQJ VDYLQJV FDQ EH SURSHUO\ DOORFDWHG�

0DQ\ FRXQWULHV RI WKH UHJLRQ GR KDYH D �GHEW SUREOHP�� EXW LQ VRPH
LPSRUWDQW FDVHV� WKHUH KDV EHHQ VRPH LPSURYHPHQW UHFHQWO\� (J\SW
VNLOOIXOO\ XVHG LWV SDUWLFLSDWLRQ LQ WKH *XOI :DU FRDOLWLRQ WR UHGXFH LWV
GHEW E\ URXJKO\ �� SHUFHQW� VWDQFKLQJ VRPH �� ELOOLRQ RI \HDUO\ GHEW�
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VHUYLFH RXWIORZV� %XW LQ -RUGDQ� IRU H[DPSOH� GHEW�VHUYLFH SD\PHQWV
FRQVXPH QHDUO\ RQH�WKLUG RI H[SRUWV� $OO FRXQWULHV RI WKH UHJLRQ
FRPSHWH ZLWK (DVWHUQ (XURSH DQG WKH FRXQWULHV RI WKH IRUPHU 6RYLHW
8QLRQ IRU FDSLWDO LQYHVWPHQW� $QG WKH QHHG IRU LQYHVWPHQW LQ PRUH
VRSKLVWLFDWHG WHFKQRORJLHV IRU SURGXFWLRQ DQG GLVWULEXWLRQ� IRU FLWLHV
DQG IDUPV� IRU FRPPXQLFDWLRQV DQG HGXFDWLRQDO IDFLOLWLHV� LV H[WUHPHO\
ODUJH� 7R WDNH RQO\ RQH H[DPSOH WKH :RUOG %DQN HVWLPDWHV WKDW WKH :HV

%DQN DQG *D]D ZLOO QHHG ���� ELOOLRQ RYHU � \HDUV� 7KH JRYHUQPHQW RI
/HEDQRQ EHOLHYHV WKDW LW ZLOO QHHG RYHU ��� ELOOLRQ PHUHO\ WR UHSDLU
LQIUDVWUXFWXUH� 7KH QHHGV LQ (J\SW ���� PLOOLRQ� DQG WKH 0DJKUHE ����
PLOOLRQ� DUH IDU ODUJHU�

%XW LQWHUQDWLRQDO LQGHEWHGQHVV LV QRW WKH URRW RI UHJLRQDO FDSLWDO
VFDUFLW\� 1HLWKHU FDQ ZH EODPH GHILFLHQW VDYLQJV SURSHQVLWLHV� WKHUH LV Q
HYLGHQFH ZKDWVRHYHU WKDW 0LGGOH (DVWHUQHUV GR QRW VDYH� (J\SW RIIHUV D
XVHIXO LOOXVWUDWLRQ� WKH HVWLPDWHG �RII�VKRUH� KROGLQJV RI KDUG FXUUHQF\
E\ (J\SWLDQV H[FHHGV ��� ELOOLRQ� QHDUO\ WZLFH WKH VL]H RI (J\SW
V FXUUHQ
LQWHUQDWLRQDO GHEW� ,Q ����� JURVV LQYHVWPHQW LQ (J\SW ZDV DERXW ��
ELOOLRQ DW ���� RIILFLDO H[FKDQJH UDWHV� 7KH HVWLPDWHG ���� ELOOLRQ RI
-RUGDQLDQ H[WHUQDO VDYLQJV LV RYHU ��� SHUFHQW RI -RUGDQ
V *13� 6\ULD
V
����� ELOOLRQ LV RYHU ��� SHUFHQW RI LWV *13� 0LGGOH (DVWHUQ VDYLQJV DUH
DEXQGDQW�

7KH FDSLWDO SUREOHP LQ WKH 0LGGOH (DVW LV IXQGDPHQWDOO\ LQVWLWXWLRQDO�
)LUVW� KLJKO\ LQHIILFLHQW VWDWLVW HFRQRPLHV JHQHUDWH IDU OHVV �EDQJ IRU WKH
EXFN� WKDQ GR PDUNHW HFRQRPLHV� ,QGHHG� WKH HIILFLHQF\ RI LQYHVWPHQW
KDV EHHQ IDOOLQJ LQ WKH UHJLRQ GXULQJ WKH SDVW GHFDGH� ,Q �������� LW
WRRN DERXW ����� RI LQYHVWPHQW WR JHQHUDWH DQ DQQXDO VWUHDP RI �� RI
LQFRPH LQ WKH 0DVKUHT� ,Q WKH ODWH ����V� LW WRRN RYHU ������ DQG LQ
�������� RYHU ������� 6HFRQG� VDYHUV DQG LQYHVWRUV �ZLWK JRRG UHDVRQ
IHDU DQG GLVWUXVW QDWLRQDO JRYHUQPHQWV� 6SHFLILFDOO\� WKH\ IHDU WKDW WKHL
VDYLQJV ZLOO EH H[SURSULDWHG HLWKHU GLUHFWO\ E\ VWDWH GHFUHH� RU E\ VWHDOW

YLD UDPSDQW LQIODWLRQ DQG RYHUYDOXHG H[FKDQJH UDWHV� 8QVXUSULVLQJO\�
WKH\ KROG WKHLU VDYLQJV RII�VKRUH RU LQ KLJKO\ OLTXLG IRUP� 2QO\ LI
JHQXLQH SROLWLFDO UHIRUP FUHDWHV VHFXUH SULYDWH�SURSHUW\ ULJKWV DQG DQ
LQGHSHQGHQW MXGLFLDO V\VWHP WR HQIRUFH WKRVH ULJKWV ZLOO WKH VDYLQJV RI
0LGGOH (DVWHUQHUV EH SODFHG LQVLGH WKHLU RZQ FRXQWULHV� DQG� VWLOO PRUH

GLIILFXOW� LQ WKH NLQG RI LOOLTXLG� IL[HG�FDSLWDO LQYHVWPHQW �OLNH IDFWRULHV�
WKDW WKH UHJLRQ QHHGV WR SURGXFH JRRGV WR VHOO DEURDG WR EX\ IRRG DQG
WR FUHDWH MREV�

)URP DQ LQVWUXPHQWDOLVW HFRQRPLF SRLQW RI YLHZ� LW PDNHV OLWWOH
GLIIHUHQFH ZKHWKHU WKH OHJDO V\VWHP WKDW SURWHFWV SURSHUW\ LV EDVHG RQ
FRPPRQ ODZ� WKH &RGH 1DSROHRQ� RU WKH 6KDULD� )DU PRUH LPSRUWDQW

WKDQ DQ\ RI WKH GHWDLOV RI WKH UHODWLYH HIILFLHQFLHV RI WKHVH GLIIHUHQW
V\VWHPV LV WKH QHHG IRU VRPH SUHGLFWDEOH OHJDO V\VWHP WR UHSODFH WKH
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FDSULFLRXV� FRQILVFDWRU\ VWDWH SRZHU WKDW KDV GRPLQDWHG UHJLRQDO
SROLWLFDO HFRQRPLHV VLQFH WKH ����V� $UELWUDU\ JRYHUQDQFH LQ PDQ\
VWDWHV XQGHUPLQHV EXVLQHVV�VHFWRU FRQILGHQFH� GHWHUULQJ WKH NLQG RI
UHODWLYHO\ LOOLTXLG LQYHVWPHQWV ZKLFK DUH QHFHVVDU\ WR FUHDWH MREV�
:LWKRXW DQ H[SDQVLRQ RI WKH UXOH RI ODZ� WKHUH LV OLWWOH FKDQFH WKDW
SULYDWH LQYHVWRUV ZLOO ILOO WKH EUHDFK WKDW JRYHUQPHQWV FDQ QR ORQJHU ILO

&$1 ,7 %( ),;('"

:H NQRZ ZKDW LV EURNHQ� DQG ZH NQRZ KRZ WR IL[ LW� 7KH HFRQRPLFV RI

DPHOLRUDWLQJ WKH LQWHUUHODWHG SUREOHPV RI MREV� IRRG� ZDWHU DQG PRQH\
DUH UHDVRQDEO\ FOHDU� )XQGDPHQWDOO\� D VROXWLRQ UHTXLUHV DGRSWLQJ D QHZ

GHYHORSPHQW VWUDWHJ\� RQH WKDW VWUHVVHV WKH UROH RI WKH SULYDWH VHFWRU LQ
GHYHORSLQJ WKH SURGXFWLRQ RI JRRGV DQG VHUYLFHV IRU H[SRUW� %\
VWLPXODWLQJ SULYDWH LQYHVWPHQW LQ LQGXVWULHV ZKHUH D FRXQWU\ KDV D
FRPSDUDWLYH DGYDQWDJH� VXFK D VWUDWHJ\ UHGXFHV WKH EXUGHQ RI GHEW�
FUHDWHV MREV DQG EX\V IRRG� WKHUHE\ UHGXFLQJ WKH VWUDLQ RQ VFDUFH ZDWH
VXSSOLHV� 7KH VROXWLRQ WR WKH PRVW FULWLFDO SUREOHP��MREV��LV
VLPXOWDQHRXVO\ WKH DQVZHU WR WKH SUREOHPV RI IRRG DQG ZDWHU� ([SRUW�
OHG JURZWK PXVW� KRZHYHU� EH GULYHQ IXQGDPHQWDOO\ E\ SULYDWH�VHFWRU
LQYHVWPHQW�

6WLPXODWLQJ VXFK LQYHVWPHQW��ILQGLQJ WKH PRQH\ QHFHVVDU\ WR VROYH WKH
MREV� IRRG DQG ZDWHU SUREOHPV��UHTXLUHV VLJQLILFDQW VKLIWV LQ HFRQRPLF
SROLF\� $JDLQ� WKHUH LV VRPHWKLQJ DSSURDFKLQJ FRQVHQVXV RQ WKH EURDG
RXWOLQHV RI ZKDW LV QHHGHG� *RYHUQPHQWV PXVW VWRS GRLQJ VRPH WKLQJV
�H�J�� H[FHVVLYHO\ DQG DUELWUDULO\ UHJXODWLQJ EXVLQHVV� PDLQWDLQLQJ

LQHIILFLHQW VWDWH�RZQHG HQWHUSULVHV�� VWDUW GRLQJ RWKHU WKLQJV �H�J��
SURYLGLQJ LQIUDVWUXFWXUH DQG WKH UXOH RI ODZ�� DQG GR VRPH WKLQJV EHWWH
�H�J�� SURYLGLQJ VRXQG PDFURHFRQRPLF PDQDJHPHQW� HGXFDWLQJ
FKLOGUHQ� WDLORULQJ HGXFDWLRQDO V\VWHPV WR ODERU PDUNHW UHTXLUHPHQWV��
:H KDYH PXFK LQWHUQDWLRQDO H[SHULHQFH ZLWK HFRQRPLF UHIRUP� :H KDY
D UHDVRQDEO\ FOHDU SLFWXUH RI ZKDW ZRUNV� ZKDW GRHVQ
 W� DQG ZK\�

7KH SUREOHPV DUH IXQGDPHQWDOO\ SROLWLFDO� QRW WHFKQRFUDWLF� $V
HYHU\ZKHUH LQ WKH ZRUOG� YHVWHG LQWHUHVWV EORFN FKDQJH� 3ROLWLFDO
OHDGHUVKLS LV RIWHQ GHILFLHQW� ODFNLQJ DQ\ PRUH YLVLRQ WKDQ GDLO\ VXUYLYD
3ROLWLFDO V\VWHPV DUH ZHDN� ZLWK IHZ LQVWLWXWLRQV WR PDQDJH FKDQJH LQ D
RUGHUO\� QRQYLROHQW PDQQHU� 7KH UXOH RI ODZ LV IUDJLOH HYHU\ZKHUH� DQG
WKH YRODWLOH UHJLRQDO VWDWH�V\VWHP IXUWKHU HURGHV LQYHVWRUV
 FRQILGHQFH�

3ROLWLFDO EORFNDJHV WR HFRQRPLF UHIRUP VHHP WR EH HVSHFLDOO\ DFXWH LQ
FRXQWULHV ZKRVH UHJLPHV KDYH $UDE�QDWLRQDOLVW RULJLQV DQG DSSHDU WR E
VRPHZKDW OHVV VR LQ $UDE PRQDUFKLHV� ,Q PRVW RI WKH IRUPHU �$OJHULD�
(J\SW� 6\ULD� <HPHQ�� WKH UHJLPHV
 SULPDU\ SROLWLFDO FRQVWLWXHQF\ �PDLQ

VWDWH�RZQHG�HQWHUSULVH HPSOR\HHV� JRYHUQPHQW EXUHDXFUDWV DQG
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SROLWLFDO�SDUW\ KDFNV� VWDQG WR ORVH WKH PRVW IURP HFRQRPLF UHIRUP�
7KHVH UHJLPHV DOVR VSHQW GHFDGHV JURXQGLQJ WKHLU FODLPV WR OHJLWLPDF\
LQ DQ LGHRORJLFDO FRPPLWPHQW WR HTXLW\ EDVHG RQ VWDWH HQWHUSULVH�
8QVXUSULVLQJO\� WKH\ KDYH GRQH WKH OHDVW WR UHIRUP WKHLU HFRQRPLHV DQG
DUH LQ YHU\ FRQVLGHUDEOH WURXEOH����

%\ FRQWUDVW� PRQDUFKLHV VXFK DV 0RURFFR� -RUGDQ DQG 6DXGL $UDELD KDG
YHU\ GLIIHUHQW SROLWLFDO FRQVWLWXHQFLHV DQG FODLPV WR OHJLWLPDF\� FODLPV
ZKLFK RIWHQ JLYH ,VODP D PXFK ODUJHU UROH� $FFRUGLQJO\� WKH
FRQILJXUDWLRQ RI ERWK LQWHUHVWV DQG LGHRORJ\ PDNHV UHIRUP UHODWLYHO\
HDVLHU� %XW VXFK UHJLPHV� WRR� IDFH FRQVLGHUDEOH GLIILFXOWLHV ZLWK
HQWUHQFKHG LQWHUHVWV DQG H[FHVVLYH SDVW SURPLVHV RI VWDWH ODUJHVV� DV WK
EDOORRQLQJ 6DXGL JRYHUQPHQW GHILFLW DWWHVWV� /LNH WKHLU $UDE� QDWLRQDOLV
QHLJKERUV� WKH\ RIWHQ DOVR ODFN WKH SROLWLFDO LQVWLWXWLRQV ZKLFK D PRGHU
SULYDWH�VHFWRU�GULYHQ HFRQRP\ UHTXLUHV�

(YHQ WKH PRVW VNLOOIXO UHIRUPLVWV FDQ EH XQOXFN\� DV ZDV .LQJ +XVVHLQ
ZKHQ 6DGGDP LQYDGHG .XZDLW� IRUFLQJ KLP WR WLOW WRZDUG ,UDT� ZLWK
GHYDVWDWLQJ FRQVHTXHQFHV IRU -RUGDQ
V HFRQRP\ DQG HFRQRPLF UHIRUP
SURJUDP� 7KH FRPELQDWLRQ RI HQWUHQFKHG LQWHUHVW JURXSV� ZHDN SROLWLF
OHDGHUVKLS� IHHEOH SROLWLFDO LQVWLWXWLRQV DQG WKH ULVN RI H[WHUQDO VKRFNV
PDNHV LW KLJKO\ XQOLNHO\ WKDW DOO� RU HYHQ PRVW� RI WKH FRXQWULHV RI WKH
UHJLRQ ZLOO EH DEOH WR LPSOHPHQW WKH QHFHVVDU\ SROLF\ FKDQJHV� 7KH
VWUXFWXUH RI WKH UHJLRQDO VWDWH V\VWHP LV VXFK WKDW IDLOXUHV LQ RQH FRXQW
�H�J�� (J\SW� FDQ HDVLO\ VSLOO RYHU LQWR RWKHUV� 7KH PRVW SODXVLEOH
PHGLXP�WHUP VFHQDULR LQFOXGHV FRQVLGHUDEOH SROLWLFDO LQVWDELOLW\ LQ WKH
UHJLRQ DV DW OHDVW VRPH VWDWHV IDLO WR FRSH ZLWK WKH SUREOHPV RI MREV�
IRRG� ZDWHU��DQG PRQH\�

,03/,&$7,216 )25 8�6� 32/,&<

7KH ILUVW LPSOLFDWLRQ LV IDLUO\ REYLRXV� ZH VKRXOG H[SHFW WURXEOH� :H
VKRXOG QRW OHW HLWKHU VDWLVIDFWLRQ ZLWK WKH FXUUHQW� IUDJLOH VWDWXV TXR LQ
WKH *XOI� RU ZLWK WKH SURJUHVV WR GDWH RI WKH SHDFH SURFHVV� EOLQG XV WR
FRPLQJ VWRUPV� &RQWLQXHG YLJLODQFH DQG PDLQWHQDQFH RI DSSURSULDWH
PLOLWDU\ IRUFH UHPDLQ HVVHQWLDO� 5RXJKO\ HYHU\ WKUHH \HDUV� D PDMRU�
W\SLFDOO\ XQH[SHFWHG HYHQW LQ WKH UHJLRQ XSVHWV WKH VWDWXV TXR� $OWKRXJ

ZH FDQ WU\ WR DPHOLRUDWH FULVHV� ZH VKRXOG QRW H[SHFW WR VXFFHHG LQ DOO

HYHQ LQ PRVW FDVHV� VLPSO\ EHFDXVH WKHUH DUH WRR PDQ\ IDFWRUV WKDW OLH
EH\RQG RXU FRQWURO� $ERYH DOO� WKH PL[WXUH RI RLO� WKH SUROLIHUDWLRQ RI
ZHDSRQV RI PDVV GHVWUXFWLRQ DQG WKH GHHS IRUFHV RI LQVWDELOLW\ VNHWFKH
DERYH GHPDQGV WKDW WKH UHJLRQ UHFHLYH WKH VHULRXV� VXVWDLQHG LQWHUHVW R
WRS SROLF\ PDNHUV�

$ FRUROODU\ RI WKLV LPSOLFDWLRQ LV WKH QHHG WR IRUPXODWH DQ HIIHFWLYH
HQHUJ\ SROLF\� 7KH &OLQWRQ DGPLQLVWUDWLRQ DW OHDVW WULHG WR LPSOHPHQW
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HYHU\ HFRQRPLVWV
 IDYRULWH PHWKRG WR VDYH HQHUJ\� LPSRVLQJ WD[HV WR
UDLVH SULFHV WR FRQVXPHUV� 'HVSLWH VXFK D SROLF\
V XQSRSXODULW\� LW

UHPDLQV WKH RQO\ ZD\ WR UHGXFH GHSHQGHQFH RQ *XOI RLO VXSSOLHV� ,W
VHHPV OLNHO\ WKDW ZH ZLOO IDLO WR GR WKLV� DQG� DFFRUGLQJO\� ZLOO IDFH PRUH
XQSOHDVDQW FKRLFHV LQ WKH IXWXUH� %XW WKH RSWLRQ UHPDLQV DYDLODEOH� LI Z
FKRRVH WR DGRSW LW�

$ VHFRQG LPSOLFDWLRQ LV WKDW ZH VKRXOG ZRUN YHU\ KDUG WR VWUHQJWKHQ

WKUHH NH\ VWDWHV� 7XUNH\� (J\SW DQG 0RURFFR� ,I WKHVH FRXQWULHV FDQ
RYHUFRPH WKHLU FRUH GHYHORSPHQW SUREOHPV� WKHQ UHJLRQDO VWDELOLW\ ZLO

EH JUHDWO\ HQKDQFHG� ,I DQ\ RI WKHP IDLOV� WKH FRQVHTXHQFHV ZLOO EH
H[WUHPHO\ VHULRXV� ,Q DOO WKUHH FDVHV� WKH IXQGDPHQWDO SROLWLFDO ZLOO DQG
YLVLRQ PXVW EH LQWHUQDO� VXFK FRPPLWPHQW VHHPV WR EH SUHVHQW LQ 7XUNH
DQG 0RURFFR� 7KH FRPPLWPHQW RI WKH WRS OHDGHUVKLS LQ (J\SW WR
JHQXLQH HFRQRPLF UHIRUP DSSHDUV WR EH OHVV FHUWDLQ� %XW DSDUW IURP
SHUVXDVLRQ� RXWVLGHUV FDQ GR OLWWOH KHUH�

1HYHUWKHOHVV� WKHUH DUH WKLQJV ZKLFK ZH RXWVLGHUV FDQ GR WR KHOS RXU
IULHQGV� WKH PDUNHW UHIRUPHUV� (XURSHDQV DQG $PHULFDQV VKRXOG DGKHUH
WR DQ HFRQRPLF +LSSRFUDWLF 2DWK� �'R QR KDUP�� &RQWLQXHG RSHQ

PDUNHWV IRU JRRGV DQG FDUHIXO� UHFLSURFDOO\ QHJRWLDWHG DJUHHPHQWV RQ
LPPLJUDWLRQ ZLWK WKH (XURSHDQ 8QLRQ �(8� DUH FUXFLDO IRU HFRQRPLF
VXFFHVV LQ DOO WKUHH FRXQWULHV� EXW SHUKDSV HVSHFLDOO\ IRU 7XUNH\ DQG
0RURFFR� ZKRVH PDLQ PDUNHWV DUH LQ (XURSH DQG ZKRVH SROLWLFDO
OHDGHUVKLSV KDYH VWDNHG WKHLU IXWXUHV RQ FRQWLQXHG LQWHJUDWLRQ ZLWK WKH
.8� :H QHHG WR UHPLQG RXU (XURSHDQ IULHQGV WKDW FORVHU LQWHJUDWLRQ RI
ERWK 0RURFFR DQG 7XUNH\ ZLWK WKH (8 LV� LQ 3DXO .UXJPDQ
V SKUDVH� D
TXHVWLRQ RI �IRUHLJQ SROLF\� VWXSLG������ 7KH HFRQRP\ RI WKH (8 LV YDVWO
ODUJHU WKDQ WKRVH RI WKH 0DJKUHE DQG 7XUNH\� IRU (XURSH� DV IRU
$PHULFD� WKHUH ZLOO EH QR �JLDQW VXFNLQJ VRXQG� WDNLQJ MREV VRXWK DQG
HDVW LI WKHUH LV FORVHU LQWHJUDWLRQ EHWZHHQ WKH (8 DQG WKH 0DJKUHE DQG
7XUNH\�

:H VKRXOG HQFRXUDJH (XURSHDQ SROLWLFLDQV WR VD\� ORXGO\ DQG FOHDUO\�
WKDW WKH FORVHU LQWHJUDWLRQ RI 1RUWK $IULFDQ DQG 7XUNLVK HFRQRPLHV ZLWK
WKH (8 LV QHFHVVDU\ IRU (XURSHDQ VHFXULW\� 2I FRXUVH� VRPH (XURSHDQ
VSHFLDO LQWHUHVWV �LQ ODERU�LQWHQVLYH PDQXIDFWXULQJ DQG� HVSHFLDOO\� LQ
DJULFXOWXUH� ZLOO EH DGYHUVHO\ DIIHFWHG� WKHVH ZLOO� DV DOZD\V� GUHVV XS
WKHLU VSHFLDO SOHDV LQ WKH UKHWRULF RI QDWLRQDO LQWHUHVW� 5HVSRQVLEOH
SROLWLFLDQV PXVW SRLQW RXW WKDW IUHH WUDGH KHOSV (XURSHDQV� EXW KHOSV ID
PRUH WKH 0DJKUHE DQG 7XUNH\� 7KH\ PXVW VWUHVV WKDW WKH LVVXH LV�
LQGHHG� �IRUHLJQ SROLF\� VWXSLG��

:H FDQ DOVR KHOS ZLWK GHEW UHOLHI� %RWK 0RURFFR DQG 7XUNH\ VXIIHU IURP
D VXEVWDQWLDO �GHEW RYHUKDQJ�� ZKLFK GLVFRXUDJHV LQYHVWPHQW� /DUJH
SXEOLF GHEWV ZHDNHQ ILQDQFLDO V\VWHPV DQG GHWHU ORQJ�WHUP FDSLWDO
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LQYHVWPHQW EHFDXVH LQYHVWRUV IHDU WKDW ROGHU LQYHVWPHQWV ZLOO EH
KRQRUHG UDWKHU WKDQ WKHLU RZQ� 6HUYLFLQJ WKH GHEW UHTXLUHV LQWHUQDO
�SXEOLF WR JRYHUQPHQW� DQG H[WHUQDO �0RURFFR RU 7XUNH\ WR UHVW�RI�
ZRUOG� WUDQVIHUV� 3RWHQWLDO LQYHVWRUV UHDVRQDEO\ IHDU WKDW VXFK D GHEW
RYHUKDQJ UDLVHV WKH SUREDELOLW\ RI IXWXUH WD[ LQFUHDVHV� GRPHVWLF
LQYHVWRUV PD\ IHDU FURZGLQJ�RXW HIIHFWV� 7KH PDQ\ FODLPDQWV RQ WKH
SXEOLF SXUVH UDLVH XQFHUWDLQW\ IRU QHZ LQYHVWRUV� GHWHUULQJ LQYHVWPHQW�

6LQFH FRQWLQXHG JURZWK DQG MRE FUHDWLRQ LQ 0RURFFR DQG 7XUNH\ DUH LQ
WKH QDWLRQDO LQWHUHVWV RI WKH (XURSHDQ 8QLRQ DQG WKH 8QLWHG 6WDWHV� DQG
VLQFH GHEW RYHUKDQJ PD\ LPSHGH WKHVH JRDOV� GHEW FDQFHOODWLRQ VKRXOG
EH VHULRXVO\ FRQVLGHUHG� 'HEW FDQFHOODWLRQ ZRXOG DOVR SURYLGH XVHIXO
VKRUW�UXQ SROLWLFDO EHQHILWV� SDUWLFXODUO\ LQ 0RURFFR� 6WDELOLW\ LQ 0RURFF
DQG 7XUNH\ LV DV LPSRUWDQW DV VWDELOLW\ LQ 3RODQG RU (J\SW� :H VKRXOG

RIIHU WKH 0RURFFDQV DQG WKH 7XUNV WKH VDPH WUHDWPHQW� WKHLU SROLF\
UHFRUGV WR GDWH IXOO\ PHULW LW� FHUWDLQO\ DV PXFK DV WKH (J\SWLDQV
 �

7KH VXFFHVV RI 7XUNH\ LV DW RQFH WKH PRVW YLWDO DQG� IRUWXQDWHO\� WKH PR
OLNHO\� 7XUNH\ KDV WKH PRVW DGYDQFHG HFRQRP\ LQ WKH UHJLRQ �DSDUW IURP
,VUDHO�� ,W KDV D YHU\ ZHOO�GHYHORSHG EXVLQHVV FODVV� D FRPSHWHQW
JRYHUQPHQW WKDW KDV LPSOHPHQWHG SDUWLDOO\ VXFFHVVIXO HFRQRPLF UHIRUP
DQG LW HQMR\V FRQVLGHUDEOH ODQG DQG ZDWHU UHVRXUFHV� ,WV ODERU IRUFH LV
JURZLQJ PRUH VORZO\� DQG MRE FUHDWLRQ DQG SULYDWH LQYHVWPHQW KDYH
EHHQ VWURQJHU� WKDQ LQ RWKHU FRXQWULHV LQ WKH UHJLRQ� 3ROLF\ PDNHUV PXV
QRW IRUJHW WKDW DQ XQVWDEOH RU KRVWLOH 7XUNH\ ZRXOG IXQGDPHQWDOO\
FKDQJH WKH HQWLUH HTXDWLRQ LQ WKH UHJLRQ� ,I ZH DVN RXU (8 DOOLHV QRW WR
FDYH LQ WR SDUWLFXODULVWLF HFRQRPLF SUHVVXUH JURXSV� ZH VKRXOG SUDFWLFH

ZKDW ZH SUHDFK ZLWK UHVSHFW WR RXU RZQ GRPHVWLF *UHHN DQG $UPHQLD

OREELHV� 7KH QDWLRQDO LQWHUHVW PXVW FRPH ILUVW� 'HVSLWH WKH HQG RI WKH
6RYLHW 8QLRQ� 7XUNH\ UHPDLQV DV FUXFLDO DV HYHU WR :HVWHUQ VHFXULW\�

$ ILQDO LPSOLFDWLRQ� :H PXVW FRQWLQXH WR VWUHVV WKH QHFHVVDU\ UROH RI
RSHQ PDUNHWV WR WKH VXFFHVV RI WKH SHDFH SURFHVV� %RWK -RUGDQ DQG
,VUDHO KDYH JRQH VRPH GLVWDQFH WRZDUG UHIRUPLQJ WKHLU HFRQRPLHV� 2Q
LI 3DOHVWLQLDQV FDQ ZRUN� EX\ DQG VHOO LQ ,VUDHO LV WKHUH DQ\ KRSH RI
VXFFHVVIXO JURZWK LQ WKH DXWRQRPRXV DUHDV� ,VUDHO ULJKWO\ LQVLVWV RQ
RSHQLQJ $UDE PDUNHWV WR LWV SURGXFWV� $OWKRXJK WKH HFRQRPLF
GLPHQVLRQ RI WKH SHDFH SURFHVV UDUHO\ UHFHLYHV WKH VDPH DWWHQWLRQ DV WK
SROLWLFDO� PLOLWDU\ DVSHFWV� LW LV QR OHVV YLWDO�

%RWK WKH VL]H DQG WKH HQGRZPHQWV RI WKH FRXQWULHV RI WKH /HYDQW
VWURQJO\ VXJJHVW IRFXVLQJ RQ WKH H[SRUW RI OLJKW LQGXVWULDO JRRGV DQG
VHUYLFHV� ZKLFK DUH KXPDQ�FDSLWDO LQWHQVLYH����� 7KH WRWDO SRSXODWLRQ R
WKH DUHD� LQFOXGLQJ ,VUDHO� LV DSSUR[LPDWHO\ �� PLOOLRQ� 7KLV PD\ EH

FRPSDUHG ZLWK WKH �� PLOOLRQ 6FDQGLQDYLDQV RU WKH �� PLOOLRQ FLWL]HQV R
WKH %HQHOX[ FRXQWULHV� 7KH UHJLRQ KDV IHZ DQG IUDJLOH QDWXUDO UHVRXUFHV
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DFFRUGLQJO\� DQ\ GHYHORSPHQW VWUDWHJ\ EDVHG RQ WKH H[SORLWDWLRQ RI
QDWXUDO UHVRXUFHV LV GRRPHG� ,Q WKH 0DVKUHT� DV LQ 1RUWK (DVW $VLD� WKH

RQO\ DEXQGDQW UHVRXUFH LV WKH XOWLPDWH UHVRXUFH� KXPDQ EHLQJV� 7KH
KXPDQ FDSLWDO RI WKH 0DVKUHT LV WKH KLJKHVW LQ WKH $UDE ZRUOG� ZKLOH
,VUDHO KDV ZRUOG�FODVV VNLOOV�

7KHUH DUH DPSOH RSSRUWXQLWLHV IRU WHFKQRORJ\ WUDQVIHU� D FHQWXU\ RI
FRQIOLFW QRWZLWKVWDQGLQJ� -XVW DV WKH .RUHDQV DQG WKH 7DLZDQHVH OHDUQH
PXFK IURP WKHLU KDWHG IRUPHU RFFXSLHUV� WKH -DSDQHVH� WKH 3DOHVWLQLDQV
KDYH DFTXLUHG YDOXDEOH OHVVRQV IURP ,VUDHO� 3DOHVWLQLDQV KDYH REWDLQHG D
ZLGH YDULHW\ RI VSHFLILF WHFKQRORJLHV IURP ,VUDHOLV DQG KDYH DEVRUEHG
WKH OHVVRQ WKDW HGXFDWLRQ LV FUXFLDO WR HFRQRPLF VXUYLYDO LQ WKH PRGHUQ
ZRUOG� 7RGD\
V ,VUDHO LV� DIWHU DOO� D SURWRW\SH RI D �KXPDQ�VNLOOV�
LQWHQVLYH� GHYHORSPHQW VWUDWHJ\� 'HWHUPLQDWLRQ WR FDWFK XS ZLWK
XQORYHG EXW JUXGJLQJO\ DGPLUHG QHLJKERUV LV RIWHQ D GHYHORSPHQW
DVVHW����� 5HGXFLQJ UHJLRQDO WHQVLRQV� IRUJLQJ PRUH UHVSRQVLYH PDUNHW
HFRQRPLHV DQG FUHDWLQJ �RU� LQ ,VUDHO� H[WHQGLQJ� GHPRFUDWLF SUDFWLFHV
ZLOO EH QHHGHG LI WKLV VWUDWHJ\ LV WR VXFFHHG�

'HVSLWH WKH GDXQWLQJ FKDOOHQJHV IDFLQJ WKH UHJLRQ� ZH VKRXOG UHPHPE
WKDW KLVWRU\ LV IXOO RI VXUSULVHV� 7KLUW\ \HDUV DJR� $VLD ZDV WKH VFHQH RI
EUXWDO XSKHDYDOV OLNH WKH *UHDW /HDS )RUZDUG DQG WKH ZDU LQ ,QGRFKLQD
.RUHDQ LQFRPHV LQ ���� ZHUH URXJKO\ HTXDO WR (J\SW
V� 7RGD\� .RUHDQV
DUH WHQ WLPHV ULFKHU WKDQ (J\SWLDQV� &KLQD ERDVWV WKH IDVWHVW JURZLQJ
HFRQRP\ LQ WKH ZRUOG� DQG HYHQ WKH 9LHWQDPHVH HFRQRP\ KDV EHJXQ W
WDNH RII� 2XU OLEUDU\ VKHOYHV VDJ ZLWK ERRNV DERXW WKH �$VLDQ PLUDFOH��
3HUKDSV� �� \HDUV IURP QRZ RXU FKLOGUHQ ZLOO EURZVH DPRQJ YROXPHV R
WKH �0LGGOH (DVWHUQ $ZDNHQLQJ�� :H FDQ KRSH IRU VXFFHVV� ZKLOH WDNLQJ
SUDFWLFDO VWHSV WR KHOS WKH RQO\ SHRSOH ZKR FDQ UHDOO\ PHHW WKH
FKDOOHQJH� PDUNHW�RULHQWHG 0LGGOH (DVWHUQ SROLWLFDO OHDGHUV�

��� 7KH DXWKRU ZLVKHV WR WKDQN :LOOLDP 4XDQGW IRU KHOSIXO FRPPHQWV R
DQ HDUOLHU GUDIW RI WKLV DUWLFOH�

��� $FFRUGLQJ WR WKH ,/2� D ZRUNHU LV XQHPSOR\HG LI KH RU VKH KDV GRQH
]HUR KRXUV RI ZRUN IRU SD\ GXULQJ WKH SUHFHGLQJ RU UHIHUHQFH ZHHN�

��� ,Q WKH 8QLWHG 6WDWHV LQ ����� WKH WRWDO XQHPSOR\PHQW UDWH ZDV ���

SHUFHQW� WKDW IRU ����� \HDU ROGV� ���� SHUFHQW� IRU ����� \HDU ROGV� ���
SHUFHQW� DQG IRU WKRVH �� \HDUV RI DJH DQG ROGHU� ��� SHUFHQW� ,Q WKH
VDPH \HDU� WRWDO RIILFLDO XQHPSOR\PHQW LQ $OJHULD ZDV ���� SHUFHQW� I
����� \HDU ROGV� �� SHUFHQW� IRU ����� \HDU ROGV� �� SHUFHQW� DQG IRU
���� \HDU ROGV� �� SHUFHQW�

��� &KULVWLDQ 0RUULVVRQ� $GMXVWPHQW DQG (TXLW\ LQ 0RURFFR� 3DULV� 2(&'

'HYHORSPHQW &HQWHU� ����� S� ���
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��� $FFRUGLQJ WR WKH :RUOG %DQN� FRPSDUDEOH UDWHV RI ODERU IRUFH
JURZWK ����������� DUH� (DVW $VLD� ��� SHUFHQW� /DWLQ $PHULFD� ���
SHUFHQW� 6RXWK $VLD� ��� SHUFHQW� 6XE�6DKDUDQ $IULFD� ��� SHUFHQW�

��� )RU H[DPSOH� RYHU KDOI RI DOO $OJHULDQV� URXJKO\ RQH�WKLUG RI DOO
(J\SWLDQV� DQG WZR�ILIWKV RI -RUGDQLDQV DQG XUEDQ <HPHQLV ZRUN IRU WK
VWDWH� 3XEOLF VHFWRU HPSOR\PHQW LV OHVV GRPLQDQW LQ 7XQLVLD �DERXW ��

SHUFHQW� RU LQ 0RURFFR �OHVV WKDQ �� SHUFHQW��

��� 7KH UDWH RI JURZWK RI WKH GHPDQG IRU IRRG LV JLYHQ E\ WKH IRUPXOD�
' Q�H\� ZKHUH '  UDWH RI JURZWK RI GHPDQG� Q  SRSXODWLRQ
JURZWK UDWH� H  LQFRPH HODVWLFLW\ RI GHPDQG IRU IRRG� DQG \  UDWH R
JURZWK RI SHU FDSLWD LQFRPH�

��� $OO GDWD LQ WKLV VHFWLRQ ZHUH WDNHQ IURP WKH )$2 3URGXFWLRQ

<HDUERRNV�

��� 7XQLVLD LV D YHU\ LPSRUWDQW H[FHSWLRQ� $OWKRXJK WKDW FRXQWU\ KDV KD

GLIILFXOW\ SULYDWL]LQJ���IRU WKH VDPH UHDVRQV DV RWKHU $UDE�QDWLRQDOLVW
UHJLPHV� LWV KLVWRU\ RI SUDJPDWLVP LQ GHYHORSPHQW VLQFH ���� KDV SDLG
RII� ,Q D PDQQHU UHPLQLVFHQW RI WKH 0H[LFDQ 35, XQGHU 6DOLQDV� �WKH
OHRSDUG KDV FKDQJHG LWV VSRWV�� 7KLV LV D KRSHIXO H[DPSOH IRU RWKHU
UHJLPHV ZLWK VLPLODU KLVWRULFDO RULJLQV�

���� 3DXO .UXJPDQ� �7KH 8QFRPIRUWDEOH 7UXWK DERXW 1$)7$�� )RUHLJQ
$IIDLUV� 1RYHPEHU�'HFHPEHU ����� SS� ������

���� -RKQ :DWHUEXU\ DQG , FDOOHG WKLV �WKH VWUDWHJ\ RI WKH ZDWFK�PDNHUV
�$ODQ 5LFKDUGV DQG -RKQ :DWHUEXU\� $ 3ROLWLFDO (FRQRP\ RI WKH 0LGGOH
(DVW� %RXOGHU� &2� :HVWYLHZ 3UHVV� ����� &KDSWHU ���

���� )RU H[DPSOH� WKH WHFKQRORJ\ IRU SODVWLF JUHHQKRXVH FXOWLYDWLRQ
PRYHG IURP ,VUDHOLV� WR ,VUDHO 3DOHVWLQLDQV LQ *DOLOHH� WR :HVW %DQNHUV� WR
-RUGDQLDQV�

&23<5,*+7 ���� 0LGGOH (DVW 3ROLF\ &RXQFLO

5LFKDUGV� $ODQ� (FRQRPLF URRWV RI LQVWDELOLW\ LQ WKH 0LGGOH (DVW��� 9RO� �
0LGGOH (DVW 3ROLF\� ����������� SS ��������
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&RS\ULJKW � ���� ,QIRQDXWLFV &RUSRUDWLRQ� $OO ULJKWV UHVHUYHG� � 7HUPV DQG

&RQGLWLRQV


